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CAN FRANCE CARRY HER FISCAL 
BURDEN? 

BY STEPHANE LAUZANNE 

Editor-in-Chief of Le Matin 

France has been condemned, since the war, to carry two 
budgets: the ordinary budget, comprising all national expenses, 
which is supported by the people of France; and the war budget, 
called the "budget of recoverable expenses", comprising ex- 
clusively the sums paid out in reparation to the war sufferers of 
the devastated regions as well as in war pensions, which, accord- 
ing to the Treaty of Versailles, should be paid by Germany. 

Let us first consider the ordinary budget. It is of considerable 
proportions. In 1914 it amounted to five billion francs ($1,000,- 
000,000). This year, 1921, it amounts to twenty -six and a half 
billion francs ($5,300,000,000) ; and next year it will amount to 
twenty-five billion francs ($5,000,000,000), thanks to the ener- 
getic compression of military expenses, which reached the sum of 
$300,000,000. 

Is it necessary to remark that if France's ordinary budget is 
five times what it was before the war, rising from one billion to 
five billion dollars, it is entirely due to the war? We know to-day 
exactly what France spent on the war, to the very penny. From 
August 1, 1914, to June 30, 1919, the formidable sum of 280,658,- 
000,000 francs ($56,131,000,000) was disbursed by the French 
Government. These are the official figures, recently given out. 
During this same period, from August 1, 1914, to June 30, 1919, 
France's revenue from all kinds of taxes amounted to more than 
sixty billion francs ($12,000,000,000). The entire difference 
between $12,000,000,000 and $56,131,000,000 has been made up 
by government loans of various kinds : perpetual loans, redeem- 
able loans, and short term loans, which have therefore increased 
the public debt of France. This debt may be resolved into its 
two elements: the domestic debt, upon which interest is due to 
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the people of France, which now amounts to 230,000,000,000 
francs ($46,000,000,000); and the foreign debt, the interest on 
which is theoretically paid to foreign nations, and which, con- 
sidering the franc at par, amounts to 35,286,000,000 francs 
($7,057,000,000); that is, 15,285,000,000 francs ($3,057,000,000) 
to the United States, 13,500,000,000 francs ($2,700,000,000) to 
Great Britain, and the rest, about $1,300,000,000, to the banks 
and financial organizations of various other foreign countries. 

Very generously, the United States and Great Britain have 
not thus far forced France to pay the interest on her debt of 
$5,757,000,000 which both of these countries loaned her during 
the war. On the other hand, France has been obliged to pay the 
interest or redeem the $1,300,000,000 borrowed from the banks of 
other foreign countries, as well as the $46,000,000,000 of her do- 
mestic debt. This annually represents the enormous sum of 
thirteen billion francs ($2,600,000,000), that is, half of France's 
ordinary budget. 

Here we have the first point, which we must stop to think over 
a minute or so. If France, to-day, has an ordinary budget of 
more than $5,000,000,000, it is because she is obliged to pay 
annually, before anything else, $2,500,000,000 to those who from 
1914 to 1918 loaned her the money that helped to stem the German 
attack and invasion. These $2,500,000,000, to which we must 
soon add the interest on the money due the United States and 
Great Britain, will be paid annually by France for many genera- 
tions. This amount represents France's war cost, a war that 
France did not desire, did not provoke, nor declare. Germany, 
because of the Peace Treaty, does not and will never bear a single 
cent of this enormous debt. It is probably the first time in the 
history of the world that a nation unjustly attacked, and never- 
theless victorious, does not ask for a single cent from the con- 
quered for a war which the latter instigated. 

Let us continue our analysis. On her ordinary budget of 
$5,000,000,000, France must pay $2,500,000,000 in interest to 
her creditors, for expenses created by the war. We may also 
add, by the way, that a good part of the other $2,500,000,000 is 
indirectly due to the war. For example, this year (1921) it was 
necessary to pay $300,000,000 to cover the railroad deficit; and 
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this deficit is due to the lamentable condition in which the rail- 
roads were left by the war. It was also necessary to pay $200,- 
000,000 for the purchase of wheat and other provisions, also 
due to the war. It was necessary to double the salaries of all 
office-holders in the various governmental departments because 
of the high cost of living, another present tendered by the war. 
For one reason or another, we arrive at the total expenditure 
mentioned above, $5,300,000,000 for this year (1921), and $5,000,- 
000,000 in 1922. 

Let us say at once that in the face of this ordinary expenditure of 
$5,000,000,000 France, by a considerable effort, has succeeded in 
finding another $5,000,000,000 for 1922 in the way of ordinary 
revenues. The ordinary budget is therefore, we may say, bal- 
anced. Both ingenuity and energy were necessary to establish 
this balance ; but both were found. The railroad deficit was over- 
come thanks to the reorganization of the entire financial system 
of all the lines, and also thanks to a readjustment of rates. The 
purchase of wheat and other provisions was suppressed, thanks 
to the intensive work of the French peasants and farmers, and 
the splendid harvest gathered this summer. The number of 
office holders have either been reduced or their salaries cut. 
And the Minister of War has cut down military expenses to the 
amount of $300,000,000. For a country that has the reputation 
of being militaristic, a reduction such as this is not bad, and it is 
only to be hoped that all non-militaristic empires and democra- 
cies throughout the world will do as much ! 

France has often been reproached in certain countries with not 
having made a comprehensive effort to cause the French tax- 
payer to pay his quota. The reproach is made unjustly, and the 
legend according to which the Frenchman is not obliged to pay 
his taxes, or to pay very little, is entirely inexact, to say the 
least. The figures are indisputable. Thirty -eight million French- 
men pay $5,000,000,000 in taxes annually. They do not pay 
these taxes entirely on their incomes for the very good reason 
that there are no very large incomes to be taxed, although there 
are many of modest proportions. France is not a nation of 
large land owners, of millionaires, and of rich capitalists; but of 
modest farmers, small land owners, and restricted incomes. The 
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official statistics of the Minister of Finance, for the year 1920, 
show that there are in France only 183 persons having annual 
incomes over $200,000 and only 493 persons having annual in- 
comes of from $100,000 to $200,000. On the other hand there 
are 406,900 persons who have annual incomes of from $1,000 to 
$4,000, and more than 100,000 persons having incomes of from 
$4,000 to $12,000. This explains the perfect social balance that 
exists in France, which creates so much surprise and admiration 
in the foreigner: there is indeed no other country in the world 
whose wealth is so equally divided and happily shared. But 
this also shows that it is impossible to expect more from the 
French taxpayer than is expected from the taxpayers of other 
countries. One cannot, from a man having an annual income of 
from $2,000 to $3,000, take half of what he earns without crush- 
ing and ruining him. The income tax of from fifty to sixty per 
cent cannot be applied except on very large incomes, that is to 
say, incomes of about $100,000, which in France are in the great 
minority. It has been figured that if the tax of sixty per cent 
were applied to all incomes in France that pass the $100,000 
mark, the most that could be obtained would hardly amount to 
$60,000,000, and $5,000,000,000 are necessary to balance France's 
ordinary budget. 

France obtains the $5,000,000,000 by indirect taxes: the tax 
on coupons cut from personal securities, taxes on financial opera- 
tions, on receipted bills, on the circulation of wine, on railroad 
tickets, on tobacco, sugar, salt, gasolene, etc. Some of these 
taxes are very productive. The tax on coupons cut from per- 
sonal securities, alone, brings in something like $500,000,000 
annually. The tax on wine, beer, automobiles, and railroad 
tickets gave France a revenue of nearly $1,000,000,000 this year- 
The tax on tobacco brought in as much as the income tax: ap- 
proximately $200,000,000. 

A new indirect tax has been instituted during the past year, 
regarding which it is as yet impossible tamake any sort of pre- 
diction: that is, the tax on the amount of business transacted, 
which is paid by the merchant on each sale. The tax is small, 
one per cent on every sale; but one per cent multiplied indefinitely 
comes to a high figure. Let us take a sheep, for example. The 
shepherd who sells it must pay one per cent to the State. The 
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man who shears it and sells its wool to the weaver, pays another 
one per cent. The weaver who, having transformed the wool 
into cloth, sells it to the tailor, pays another one per cent; and the 
tailor who makes a suit of clothes for a customer must also pay 
one per cent on the price of the suit. Here we have a sheep that 
has done its bit for France ! The application of this tax has not 
been accomplished without some difficulty, however, because of 
the complicated bookkeeping necessary, and it is still. far from 
being in "full swing". Despite this it will bring in an estimated 
revenue of some $400,000,000. 

At any event, it may be repeated that France's ordinary budget 
for 1922 has been balanced. In face of the ordinary expenditures 
of every kind that amount to about $5,000,000,000 (exactly 
24,932,000,000 francs) the French Government can have at its 
disposition a permanent revenue of about $5,000,000,000 (ex- 
actly 25,019,000,000 francs). If there were therefore only the 
ordinary budget to look after, the result would be absolutely cer- 
tain; and there would be no more necessity for anxiety regarding 
the solidity of France's finances than to question that of the 
Himalayan Mountains. 

But — we still have the war budget to contend with. 

This budget consists of two kinds of expenditure. It is true 
that they are about alike. They comprise the reparations of the 
devastated regions andthewar pensions for the dead, the wounded 
and the permanently disabled. According to the terms of the 
Treaty of Versailles, these reparations must be paid by Germany 
and the German people. Theoretically the German people must 
pay. But as the Treaty has not demanded the definitive pay- 
ment, and as its application is long and paved with difficulties, 
it is in practice the good people of France who have been paying 
until now. It is the people of France who have until now en- 
tirely paid all the pensions. It is the people of France who have 
rebuilt at their expense the villages destroyed by the Kaiser's 
hordes in Northern France. They were told that it was only an 
advance that they were making to Germany; and that Germany 
would repay them some day, according to the Treaty of Ver- 
sailles. That is why this war budget is called "budget of recover- 
able expenses". 

This budget of recoverable expenses in 1920 amounted to 
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7,000,000,000 francs in round figures ($1,400,000,000); in 1921 
it was 8,400,000,000 francs ($1,680,000,000), and in 1922 it will 
amount to 7,160,000,000 francs ($1,432,000,000)— that is, 3,660,- 
000,000 francs ($732,000,000) for pensions, and 3,500,000,000 
francs ($700,000,000) for reparations in the devastated regions. 

Here, if you wish, we may make an addition and a remark. 
Let us take into account the expenditures imputable to Germany 
paid by France: 

In 1920 $1,400,000,000 

In 1921 1,680,000,000 

.Total $3,080,000,000 

Here we have $3,080,000,000 that should have been paid by 
Germany; but which were paid by France. This enormous sum 
was paid by means of loans contracted by the French Govern- 
ment, and by means of advances made to the Ministries by the 
banks. . But how will be paid in 1922 the $1,432,000,000 neces- 
sary to balance the same budget? That is a big question. Here, 
let us consider the opinion of the Minister of Finance himself, 
M. Paul Doumer, who in a written statement addressed to the 
Budgetary Commission of the Chamber of Deputies, expressed 
himself as follows: 

"The system of loans and advances has its limits: there can 
be no question of facing again, next year, the possibility of ob- 
taining by means of advances and loans the necessary total of 
seven billion francs, which constitutes the budget of recoverable 
expenses for pensions and reparations. This sum of seven billion 
francs must be found first in the annuity that Germany must let 
us have next year, and again in discounting a part of the securi- 
ties that Germany will give us. The amount of the annuity that 
Germany must verse depends on the figure of her exports for 1921 : 
if these exports are not very different from what they were in 
1920, which we know, we can figure on receiving from this four 
and a half billion francs. The difference, that is two and a half 
billion francs, may, we hope, be found in discounting abroad the 
securities that Germany must turn over to us. The London 
agreement expressly foresaw this operation." 

The Minister of Finance, therefore, figures that Germany, 
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which has so far not paid a single cent of the $1,400,000,000 which 
she should have paid in 1920, and which has not paid a cent on the 
$1,680,000,000 she should have paid in 1921, will pay about 
$1,000,000,000 in 1922. He figures besides that he will be able 
to discount abroad — that is in America — German securities to 
the amount of $430,000,000. That means that he figures on the 
solvency of Germany and on the good will of the foreign banks in 
accepting German paper. If the French Minister is not mis- 
taken, well and good! So, both of France's budgets are balanced 
and France has been saved financially. But if he is mistaken, if 
Germany does not pay, and if the German securities are con- 
sidered of no value by the foreign banks — what then? 

It is not without a certain amount of anguish, I must admit, 
that I ask this question. And I understand that the experts and 
the technical men with their implacable logic may reply, "So, 
France will neither be able to pay her reparations nor her pen- 
sions." But in the question of finance as in that of politics, we 
must count with the "imponderable" forces, as they were 
called by Bismarck. A great country like France, which has its 
traditions, its honor, its past, its riches, its resources, its desire 
to live and to work, cannot go bankrupt for the sum of $1,400,- 
000,000. It will be found within the country itself, if it cannot 
be found abroad; just as during the Battle of the Marne at the 
most critical moment, Foch was still able to find among his de- 
pleted troops a last reserve, when no one to his right or left was 
able to lend him so much as a regiment. 

France, arrive what may, will face her financial destiny as she 
has faced her military destiny. She will neither beg nor crumble. 
She knows that now more than ever she must not count upon 
others, but always upon herself. If it is necessary she will stand 
up once more, and despite the burden that threatens to crush 
her, she will find in herself the energy necessary to carry it still 
further, and still higher. 

Some European country may perhaps go bankrupt in 1922; 
but it will not be France. 

Stephane Lauzanne. 

Paris, September 1921 . 
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